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T. ROWE PRICE INSIGHTS
ON STABLE VALUE

Cash Flows and Put Queues
Impacts may be positive or negative depending on 
market conditions.

Like other stable value managers, 
we often get questions about cash 
flows and how they may impact 

stable value funds. In general, positive 
cash flows are good for a stable value 
fund, not only from a crediting rate 
perspective, but also in terms of the 
market‑to‑book‑value ratio. Negative 
cash flows, however, can be both 
positive and negative for stable value 
funds. As highlighted in Figure 1, the net 
effect of cash flows really depends on 
the direction of interest rates, the size of 
the cash flows, and the current state of 
a fund’s market‑to‑book‑value ratio.

In general, cash flows come from three 
areas—daily participant activity, new 
plan‑level accounts, and plan withdrawals 
reflected in the fund’s put queue (i.e., 
its list of pending plan withdrawals). 
Participant cash flows can be large when 
aggregated, and perhaps large enough 
to impact a stable value fund’s crediting 
rate, especially if they occur when 
external events cause a “flight to quality.” 
Participant behavior in stable‑value 
investments tends to move in the 
opposite direction from equity markets, 
with a time lag. When equity markets 
are performing well, money tends to 
move out of stable value and into equity 
investment options. If equity markets are 
volatile or in decline, participants tend to 
move money out of equities and into a 
principal preservation strategy like stable 
value. So in general, participants tend 
to move money into stable value when 

equity markets sell off and out of stable 
value and into equity markets when 
equities rally. In addition, as mentioned 
previously, external events that result in a 
flight to quality can cause larger cash flow 
moves into stable value funds.

Plans that are changing stable value 
managers typically will fund their new 
stable value account, in cash, after a 
put period, which is typically 12 months. 
Assets may come from non‑stable value 
investments, like money market funds, 
which are also funded in cash, but 
without a 12‑month put or waiting period.

Some stable value managers will allow 
plans to withdraw the funds in their 
accounts early if the manager has ample 
liquidity and market‑to‑book‑value ratios 
are above par, but most typically will 
enforce the put provision waiting period. 
This is largely due to the careful planning 
that goes in to product changes and 
the participant communications that go 
along with them. Although the assets 
may become available for withdrawal 
early, it could be difficult for plans to 
make last minute changes to their 
withdrawal schedule and move their 
plan’s assets on a date other than one 
previously decided upon, which is 
typically the put expiration date. 

Account turnover in stable value funds 
usually is related to recordkeeper 
changes, but it also may be 
performance‑related. In general, a stable 
value fund’s put queue is loosely aligned, 
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(Fig. 1) Stable Value Fund Cash Flows and Their Impact on 
Crediting Rates
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in percentage terms, with the size of the 
fund’s cash buffer, which typically ranges 
between 5% and 10% of fund assets.

In a scenario where a fund’s put queue 
exceeds the typical buffer range of 
5% to 10%, the stable value portfolio 
manager may be forced to alter its asset 
allocation and hold higher cash buffer 
balances in anticipation of additional plan 
withdrawals over the next 12 months. In 
this scenario, the fund’s performance 
may be negatively impacted not only by 
the cash outflows but also by the higher 

levels allocated to the cash buffer, which 
is usually the lowest yielding portion of a 
stable value fund’s portfolio.

In summary, cash flows are the lifeblood 
of any stable value fund. Positive cash 
flows are good, while negative cash flows 
may be both good and bad as it relates to 
the fund’s yield and market‑to‑book‑value 
ratio. These impacts ultimately depend 
on current and future interest rates, both 
the fund’s cash inflows and the size of 
potential fund cash outflows, and the 
fund’s market‑to‑book‑value ratio.
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Important Information
This material is being furnished for general informational purposes only. The material does not constitute or undertake to give advice of any nature, including 
fiduciary investment advice, and prospective investors are recommended to seek independent legal, financial and tax advice before making any investment 
decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products 
and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income from it can go down as well as up. 
Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any 
jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ 
accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject 
to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the 
material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is 
provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.

USA—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange 
Commission. For Institutional Investors only.

© 2019 T. Rowe Price. All rights reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart, trademarks 
of T. Rowe Price Group, Inc.

T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 

To learn more, please visit troweprice.com.


